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LETTER OF TRANSMITTAL

U.S. SENATE,

February 8, 1963.
Hon. Ly~pox B. Jounson, '
President, U.S. Senate.

Dear Mr. PresmeNT: I have the honor of submitting to you the
report of the Special Committee on Aging in accordance with Senate
Resolution 33, adopted February 13, 1961, as amended by Senate Reso-
lution 238, adopted February 7, 1962.

This report documents the activities and accomplishments of the
committee and, in addition, reviews recent developments in this in-
creasingly important area of national concern which deals with the
problems of the aged and aging.

We believe that the achievements of the committee, as set forth in
this report, confirm the wisdom of the Senate in establishing the
special committee 2 years ago. One happy result in which the com-
mittee has played a significant part has been a sharpened focus and an
increased public awareness of the problems facing the Nation’s more
than 17 million senior citizens.

A resolution to extend the activities of the committee for 1 year
has been introduced and it is my hope that it will be approved.

On behalf of the other members of the committee and the committee
staff, I should like to take this opportunity to express to you and to
the other officers of the Senate our appreciation for the helpfulness and
cooperation that have been so unfailingly extended to us.

Sincerely,
Pat McNaMARa,
Chairman, Special Committee on Aging.
m



SENATE RESOLUTION 33, 87TH CONGRESS, 1ST SESSION

Whereas our great and satisfying success in making possible a longer life
for a large and increasing percentage of our people has produced, and will con-
tinue to produce, new and serious strains in the fabric of our social and economic
life; and

Whereas, since the sixteen millions of people sixty-five years of age and older
in the United States will have increased to twenty million by 1975, it is incumbent
upon us now to attempt to discover what social and economic conditions will
enable our older citizens to contribute to our productivity and to lead meaningful,
satisfying, independent lives ; and

Whereas the Subcommittee on Problems of the Aged and Aging of the Committee
on Labor and Public Welfare has amassed a wealth of information on the subject
which is unmatched anywhere, which should be kept current and mined for
possible answers to particular facets of the problem ; and

Whereas that subcommittee has shown that although specific elements of the
problem may call for action by various legislative committees, the problems
themselves are highly interrelated, require coordinated review and call for
recommendations based on studies in depth of the total problem; and

Whereas that subcommittee has concluded that this subject is of such grave
concern to the Nation as to require the full time and attention of a special com-
mittee of the Senate : Now, therefore, be it

Resolved, That there is hereby created a special committee to be known as
the Special Committee on Aging and to consist of nine Senators to be appointed
by the President of the Senate as soon as practicable after the date of adoption
of this resolution. Six members of the committee shall be appointed from the
majority party and three members from the minority party.

SEc. 2. 1t shall be the duty of such committee to make a full and complete study
and investigation of any and all matters pertaining to problems of older people,
including but not limited to, problems of maintaining health, of assuring ade-
guate income, of finding employment, of engaging in productive and rewarding
activity, of securing proper housing, and, when necessary, care or assistance.
No proposed legislation shall be referred to such committee, and such committee
shall not have power to report by bill or otherwise have legislative jurisdiction.

Sec. 3. The said committee, or any duly authorized subcommittee thereof, is
authorized to sit and act at such places and times during the sessions, recesses,
and adjourned periods of the Senate, to require by subpena or otherwise the
attendance of such witnesses and the production of such books, papers, and
documents, to administer such oaths, to take such testimony, to procure such
printing and binding, and to make such expenditures as it deems advisable.

SEc. 4. A majority of the members of the committee or any subcommittee thereof
shall constitute a quorum for the transaction of business, except that a lesser
number, to be fixed by the committee, shall constitute a quorum for the purpose
of taking sworn testimony.

SEc. 5. For purposes of this resolution, the committee is authorized to employ
on a temporary basis through January 31, 1962, such technical, clerical, or other
assistants, experts, and consultants: Provided, That the minority is authorized
to select one person for appointment, and the person so selected shall be ap-
pointed and his compensation shall be so fixed that his gross rate shall not be
less by more than $1,400 than the highest gross rate paid to any other employee;
and, with the prior consent of the executive department or agency concerned and
the Committee on Rules and Administration, employ on a reimbursable basis
such executive branch personnel, as it deems advisable.

Sec. 6. The expenses of the committee, which shall not exceed $150,000, shall
be paid from the contingent fund of the Senate upon vouchers approved by the
chairman of the committee.

SEc. 7. The committee shall report the results of its study and investigation, to-
gether with such recommendations as it may deem advisable, to the Senate
at the earliest practicable date, but not later than January 31, 1962. The com-
mittee shall cease to exist at the close of business on January 31, 1962.

v



Vi SENATE RESOLUTIONS

SENATE RESOLUTION 238, 87TH CONGRESS, 2D SESSION

Resolved, That the time for filing a final report by the Special Committee on
Aging, established by S. Res. 33, Eighty-seventh Congress, agreed to February 13,
1961, as amended and supplemented, is hereby extended to January 31, 1963.

Seo. 2. For the purpose of enabling the special committee to complete its work
and prepare such final report, it is hereby authorized to exercise, until such
date, all of the duties, functions, and powers conferred upon it by S. Res. 33,
Eighty-seventh Congress, as amended and supplemented.

SEc. 8. The expenses of the special committee under this resolution, which
shall not exceed $185,000 from February 1, 1962, through January 31, 1963, shall
be paid from the contingent fund of the Senate upon vouchers approved by the
chairman of the special committee.
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INTRODUCTION

The senior citizens of the United States constitute the second
fastest growing age group in our population, exceeded only by chil-
dren aged 5 to 14.

Today these senior citizens number more than 17 million. Each day
their numbers experience a net increase of 1,000. By 1970 they will
total 20 million.

Today the “very old” age group—those 85 and over—exceed 900,000,
an increase of 920 percent since 1920.

These sparse statistics dramatize the phenomenal increase in lon-
gevity that is taking place in this country in the second half of the
20th century. Both the Congress and the public are paying increased
attention to this pronounced demographic shift. It is inevitable
that this concern with the problems of our older citizens will occupy
a much larger share of our attention and efforts in the years to come.

While all levels of government have a legitimate and important
function in this area, many problems of the aging—such as health—
are national problems and require national solutions. This means a
continued and growing involvement of the Congress in an area of
national responsibility that has become generally accepted during the
past several years. . :

The problems of the older people of this country have been the sub-
ect of special Senate scrutiny since 1959, when the Subcommittee on
roblems of the Aged and Aging was established as a unit of the
Labor and Public Welfare Committee.?

In February 1961, the Special Senate Committee on Aging was
created as a successor unit, under the chairmanship of Senator Pat
McNamara, of Michigan, who also had served as chairman of the old
subcommittee. This special committee attracted 21 members, making
it the second largest committee in the Senate.

This document is a report on the activities, the achievements, and
the accomplishments of tl?e Senate Special Committee on Aging during
the past 2 years, and a review of developments in the aging field since
1959.

This regort reviews, among other things, the legislation proposed
and passed to deal with the problems of the aging. It is interesting to
note that seven laws have been passed since 1959 that deal primarily
with the problems of the elderly. In addition, the report reviews
pertinent sections of other legislation. In this connection, it is im-
portant to emphasize that the functions of the Special Committee on
Aging are limited to investigation, factfinding, and education. This
is not a legislative committee, and as such does not hold hearings on
or report out bills.

.

1 Members of the subcommittee were: Senators Pat McNamara, of Michigan, chalrman ;
John ¥F. Kennedy, Massachusetts; Joseph 8. Clark, Pennsylvania; Jennings Randolph,
West Virginia ; Bverett MeKinley Dirksen, Illinois, and Barry Goldwater, Arisona.

x



X INTRODUCTION

One important function discharged by the special committee, with
its specialized purpose and expert staff, has been to assemble and
interpret a vast amount of information on problems relating to the
elderly. The committee, for example, has been responsible for 24
publications (listed in the appendix), that have thrown much valuable
light on such highly debated issues as medical care.?

he committee believes, on the basis of the past 2 years’ experience,
that its work should be continued and expanded. Although there has
been some progress, the problems facing the elderly have become more
acute with the passage of time. Congressional concern in this area
must and shall continue, either through a limited extension of the
committee’s existence or creation of a permanent committee.

The first—and longest—chapter of this report deals with the health
status of the elderly.

Three years ago, the predecessor of this committee stated in its first
annual report to the Senate

The No. 1 problem of America’s senior citizens is how to
meet the costs of health care at a ttme when income is lowest
and potential or actual disability at its highest. Its solution
should have top priority for legislative consideration in 1960.

We are obliged to report today that this problem is even more
acute and its solution even more imperative. This has been underlined
by the passage of 3 years’ time which have seen the costs of hospital
and related care mount higher and higher and even further beyond
the limited financial resources of older Americans.

We repeat that the solution of this problem—despite intervening
legislation—remains a matter of great national urgency and demands
top legislative priority.

Perhaps one of the most important methods through which the
committee has gained the information it sought was through an exten-
sive series of hearings to supplement staff research.

Soon after its formation, the special committee held hearings in
Washington, D.C., to explore four subject areas: Retirement income,
ﬁousing, Federal-State activities in the field of aging, and nursing

omes.

But the committee, recognizing that the overwhelming majority of
America’s senior citizens had neither the resources to come to Wash-
ington in person to testify, nor the means to send skilled lobbyists in
their behalf, decided to go to the people and hold hearings in different
parts of the country.

A factor in this decision was the desire to give special attention to
the problems of older people living in rural areas. It comes as a
surprise to many to discover that more than 5.3 million aged persons,
nearly one-third of the total, live on farms or in small towns of less
than 2,500 population.

Consequently, ad hoc subcommittees of the Special Committee on
Aging conducted hearings in 86 communities throughout the country,

2 A complete list of publications by both the subcommittee and the speclal committee
appear in appendix A to this report.



INTRODUCTION x

resulting in the most comprehensive congressional study of aging
problems ever attempted. More than 1,000 persons actively partic-
1pated in these grassroots hearings.

About half of these were expert witnesses who presented testimony
on the four subjects investigated during the morning sessions : Nursing
homes, retirement income, housing for the elderly, and Federal-State
relationships in the field of aging.

The other witnesses—the older people whom we consider to be the
“real experts”—participated actively in the town-meeting-type discus-
sions held in the afternoons or evenings by the subcommittees.

This personal testimony was supplemented by hundreds of letters
sent to the committee at its request by senior citizens who were unable
to attend public hearings.

Late in 1962 a subcommittee held a series of hearings on the in-
voluntary relocation of older people as a result of such public projects
as highway construction and urban renewal.

In mid-January 1963 the committee held 3 days of hearings that
focused considerable public attention on frauds, quackery, and other
ways in which our older people are being exploited.

It is those hearings—and the staff research to which they led—
that provide the base for the reports we have issued and the recom-
mendations we make herein.
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CHAPTER I—-DEVELOPMENTS IN HEALTH

The Health Status of the Elderly and the Financing of Adequate Health
Services

Three years ago, the predecessor of this committee stated in its re-
port to the Senate that :

The No. 1 problem of America’s senior citizens is how to
meet the costs of health care at a time when income is lowest
and potential or actual disability at its highest. Its solution
should have top priority for legislative consideration in 1960.

The 3 years that have passed since that recommendation was made
have served to underline the statement. The costs of hospital and
related care have mounted higher and higher and ever further beyond
the limited financial resources of older Americans. Today, the prob-
lem is even more acute and its solution even more imperative. Today,
the attainment of an honorable, equitable, and effective solution lies
within the realm of achievement. It is vital that we act to effectuate
this solution in 1963.

We are well aware that the elderly are not a homogeneous, undif-
ferentiated segment of the population. But, older Americans do, in
general, experience certain problems in common-—problems not nec-
essarily encountered in kind or extent by the younger population.
With regard to health status and the financing of health services, the
elderly do suffer common and pervasive problems which vary, at most,
only in degree.

The question of adequate financing of the health expenses of older
Americans may be said to have been characterized by four major de-
velopments during the years 1959 through 1962:

31) The .devel(()lpment, dissemination, and discussion of a vast
bo 1:})71 of data and testimony attesting to the dimensions of the
problem.

(2) Eleventh-hour attempts by private health insurers to cope
with what is, in terms of their underwriting philosophy, the in-
soluble problem of providing adequate benefits at acceptable
premiums for a high-risk, low-income segment of the population.

(3) The passage in late summer of 1960 of the Kerr-Mills Act
which attempted to solve the problem by means of the creation
of a new category of persons eligible for public assistance—the
medically indigent aged.

(4) Evolution of legislative proposals which would afford a
“floor of protection” for hospital and related expenses and which
would, basically, be financed through the social security
mechanism.

1



2 DEVELOPMENTS IN AGING—1959.TO 1963

I. TaE DEVELOPMENT, DISSEMINATION AND DIsCUSSION OF A Vast Bopy
oF Data aNp TESTIMONY ATTESTING TO THE DIMENSIONS OF THE
ProeLEM

During the period 1959 through 1962, the fruits of an enormous
amount of research into the health status and needs of the elderly were
offered for consumption and digestion. In instances, some of the
fruit was slightly rotten, as in the case, for example, of a supposedly
objective, scientific, academic study, the ill-famed Wiggins-Schoeck
survey, which appeared in reputable disguise but which, fortunately,
was quickly unmasked and revealed as pseudoscientific half-effort.!
This was among the first of a series of nonobjective studies or mis-
representations of valid studies which pretended to demonstrate that
the preponderance of America’s elderly have no financial problem as
regards paying for medical care. ]

indings and conclusions were presented and discussed in a variety
of forums and fashions, both popular and professional, and in
manners ranging from sober to sensational. They were discussed in
congressional hearing rooms and in the confines of the physician’s
office. They were magnified, diminished, distorted, and discarded to
suit a variety of intents and purposes. The facts were also properly
employed, and they were also inescapable.

he wealth of ({ata assembled in preparation for the White House
Conference on Aging in January 1961 provided clear-cut evidence
that aged people—as a group—have incomes too low to finance their
heavy medical costs. The nature and dimensions of the problem were
conclusively defined in the carefully documented background papers
prepared under the direction of nafional planning committees and in
the factual reports developed by each State (subsequently published
by the Subcommittee on Problems of the Aging and Aged).? For
those who might still doubt that a problem existed, there was further
telling evidence in the lengthy document—referred to as “exhaustive
research into the economic and social situation of the aged”—which
was prepared and used by Blue Cross and the American Hospital
Association in arriving af the decision that governmental financial
assistance would be needed to effectively implement their initial pro-
posal for a nationa] Blue Cross program for the aged. The hundreds
of pages of expert testimony, illustrated by heartt%lt statements from
older people, which were collected during the course of our committee
hearings are another source of irrefutable evidence.

But the “battle of the income statistics”—always at its hottest when
directed to the problem of financing of health costs—is not yet over.
As recently as October 1962, the AMA was still contending that “the
aged as a group are substantially better off on the average than
younger Americans.” ** This contention is based solely on misinter-

1This was a glowing report released in 1960, on the health status of the elderly
which was widely publicized and promoted by the American Medical Association.
The report, based upon a survey of some older persons, was prepared by Profs. J. W.
Wiggins and Helmut Schoeck, of Bmory University. The report's errors—both in
technique and conclusions—were w0 glaring that it was immediately repudiated, in
letters to the Subcommittee on Problems of the Aged and the Aging, by the majority
of the soclologists who had supervised@ the Interviewing. These men had not been
afforded an opportunity to assist in drafting the questionnalre employed, determine
the population sample, nor participate in evaluation of the findings.

2 Background studies prepared by State committees for the White House Conference on
Aglnﬁ, 86th Cong., 24 sess., 14 volumes,
152'195.2 George M. Fister, Amerlcan Medical Association press release, Chicago, Oct.



DEVELOPMENTS IN AGING—1959 TO 1963 3

pretations of perfectly valid data from the U.S. Census Bureau and
the University of Michigan’s survey of consumer finances, not on any
newly available data. (See Appendix D: “Low Incomes of the
Aged: An Actual Fact or a Statistical Myth?” and Appendix E:
“University of Michigan news service release of Oct. 24, 1962.)

The section which follows presents some of the unvarnished facts
and findings developed by responsible sources.® They prove, beyond
any possible doubt, that a positive program of hospital and related
benefits is absolutely essential to the maintenance of both the health
and financial well-being of older Americans.

The data included in the following section are precisely that—aver-
ages, ranges, and so forth. While these are useful evaluative tools,
they are also impersonal devices. They cannot describe the depth of
individual bewilderment and inability to cope with health-related
problems which thousands of older Americans have depicted so vividly
at the many hearings held during the past 4 years by this commit-
tee and the former Subcommittee on Problems of the Aged and Aging.

(A) By 1970 some 20 million Americans will be age 65 or over.
The highest proportionate increases among the elderly have been and
will continue to be in the oldest age bracket—the 75-and-over group.

MILLIONS OF PERSONS AGE 65 AND OLDER

*Projected 12.3 4

1920 1930 1940 1950 1960 1970

(B) Illness and injury have far greater impact upon the 65-and-
over segment of the population than upon the younger population.
The greatest impacts fall upon those in the oldest age brackets of the
65-and-over group. Life has been prolonged—but each year of pro-
longation is accompanied, on the average, by a decline in health and

8 Portions of this section are derived and in part excerpted from ‘“The Older Popula-
tion,” which appeared in the Department of Health, Bducation, and Welfare’s publication,
Health, Education, and Welfare Indicators for November 1962, The article was based
upon data previously published by. the Soctal Security Administration, Public Health
Service, Bureau of the Census, and Housing and Home Finance Agency. Similarly, other
material {s derived and excerpted from “The Health Care of the Aged,” a study published
by the Department of Health, Education, and Welfare {in mid-1962.

0318463 2




4 DEVELOPMENTS IN AGING-—1959 TO 1963

physical capacity. The elderly have a far greater incidence of chronic
and mental illness than does the younger population. They continue
to be plagued by acute illness. They are highly susceptible to acci-
dental injury.

(1) The national health survey * reveals that four out of every five
persons aged 65 and over have one or more chronic conditions in con-
trast to only two out of five in the younger ages. As the accompany-
ing chart indicates, the incidence of chronic illness increases in the
older age groups—precisely those age brackets which are experiencing
the greatest relative increases in numbers.

Most Common Causes of Iliness and Impairment
Among Otder People

IMPAIRED Vi

!
Vo
Lo
|

(2) The incidence of acute illnesses, particularly respiratory con-
ditions, is significant among the elderly. In 1959, according to the
national health survey, there was a total of 134 acute conditions re-
ported for every 100 individuals aged 65 and over. Such 1llnesses
are frequently the immediate cause of death for elderly persons with
chronic conditions.

(3) Accidents are a frequent cause of disability among the elderly.
Approximately one of every four older Americans was injured in
1959, with most of these accidents occurring in the home.

4+ All of the national health survey data cited were derived from household interviews.
It excludes persons in homes for the aged, nursing homes, long-stay hospitals, as well as
those persons whose illness resulted in death during the survey year. For these reasons,
the data present a more favorable picture of the health situation of the elderly than is
actually the case.
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(4) Mental illness is a major health problem of the elderly. About
one of every four persons initially admitted to public hospitals for
the mentally ill is 65 or over. The first admission rate among the
population a,%ed 65 or over is more than 214 times that of the
younger population.

(C% The consequences of the comparatively poorer health of the
elderly in relation to the younger population are a greater degree
of disability for longer periods of time coupled with markedly higher
utilization of medical services.

(1) As with the progressive increase in the incidence of illness and
injury in the older age brackets, the extent of disability due to chronic
illness increases with age. Substantially more than one-half of the
older persons with one or more chronic conditions have some limita-
tion of activity. Among younger persons with chronic illness, only
one in five suffers any limitation of activity.

Another gauge of the effects of chronic illness uson the elderly is the
number of days of restricted activity and bed disability. In 1960,
according to the national health survey, the aged were restricted in
their usual activities an average of 38 days per year—more than 214
times as many days as younger persons. On 14 of these days, the aged
person was confined to bed all or most of the time.

(2) The elderly are great consumers of personal and institutional
medical services by comparison with the lesser needs of the younger
population. Older Americans use a greater volume of physicians’
services and are admitted to hospitals more often and for longer pe-
riods of time. They are the principal users of nursing home and
other long-term care facilities. They receive a greater amount of home
care. They need and use more drugs.

(a) Persons aged 65 and over averaged 6.8 physician visits per
year in 1959—two more than younger persons. Those with limita-
tion of activity due to chronic illness consult a physician more often
than those without such conditions, and the number of physician
visits increases with the severity of the condition. However, among
persons with equally severe limitations, persons with higher incomes
are seen by a doctor more often than those with lower incomes.

(5) 'The elderly are found at the top of every conventional index
by which hospital utilization is measured—hospital admissions or dis-
charges, length of stay, days of care, and number of persons hos-
Fitahzed per given population. Data from the national health survey

or the 2-year period ending June 1960 show that discharges from
short-stay hospitals averaged 14.6 per 100 persons aged 65 and
over as compared with 11.2 discharges per 100 persons under age 65.
Older persons spent, on the average, about 214 times as many days
in the hospital as did individuals under 65—218 days as compared
with 85 days per 100 persons. The average length of stay of the
elderly confined in short-term hospitals was about twice as long as
for younger persons—14.9 days as compared with 7.6 days.

The accompanying chart illustrates hospital utilization data by age
grouping. It should be noted again that since the health survey data
exclude persons who died in the hospital, or subsequently, during the
year before the interview, there is a substantial understatement of
hospital utilization by the elderly. A survey based upon hospital
records indicates that the inclusion of hospitalization received by
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persons who died during the survey year would result in increases of
one-fourth to one-third in the total volume of hospitalization for per-
sons 65 and over.®

UTILIZATION RATES IN SHORT-TERM GENERAL HOSPITALS*®

Annual Patient
Days per 100

Persons

218

Avarage Length Annual Discharges
of Stay per 100
(Days) Persons
14.9 14.6
7.6
Under 65 0ond Under 65 and Under 65 and
65 Over 65 Over 65 Over

*Based on household interviews of persons living at the time of interview.
SOURCH : Public Health Service, U.S. Natlonal Health Survey, 19538—60

(¢) The Social Security Administration estimates that 85 to 95
percent of nursing home geds are occupied by persons aged 65 and
over. It further estimates that nursing homes provide between 480
and 580 days of care annually per 100 older Americans. The American
Hospital Association estimates that the elderly comprise one-third of
the patient population in mental hospitals, one-fifth of those in tuber-
culosis hospitals, and some one-half of the patients in the remaining
long-term hospitals. The association concluded that these facilities
provide 450 days of care annually per 100 elderly persons. Thus, it
1s estimated that all long-term institutions provide between 930 and
1,080 days of care annually, per 100 elderly individuals.

(d) Persons 65 and over receive 15 times as much personal care
in the home as does the younger population, according to data from
the national health survey. Such care includes constant or part-time
help or nursing care for eating, dressing, or toilet activities. The

& “Hospitalization in the Last Year of Life,” Public Health Service Publication No.
584-D3, June 1961.
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amount of such care at home increases substantially with age. As the
following table indicates, persons 75 and over use 4 times the amount
of such services as do individuals 65 to 74 years of age. '

Persons receiving care at home: Rates per 1,000 population by age and type of
care, July 1958 to June 1959

[Noninstitutional population of the United States]

Rates per 1,000 population
Age
Total Constant | Part time
65 and over, total. 4.3 2.8 19.5
Under 65, total 3.0 L8 1.2
75 and over. 87.7 52.7 35.0
85 to 74. 219 10.4 1.5
55 to 64_ 9.6 5.9 3.7
45t0 54 _ 4.0 2.2 1.8
Under 45 2.0 L2 .8

Source: Public Health Service, U.S, National Health Survey, “‘Persons Receiving Care at Home, United
States, July 1958-June 1859 (Publication No, 584-B28), October 1961,

(e) As has been noted, four of every five older Americans suffer
from one or more chronic illnesses. Many of these people are in need
of one or more drugs on a continuing basis. Accordpmg to the Health
Information Foundation, a research organization financed by the
pharmaceutical industry, the average annual expenditures of the
elderly for both prescribed and nonprescribed medicines are more than
double that of the average for the entire population.

Drug ewpenditures: Amount by private individuals, by age, 12-month period,

1957-58
Age Amount
Total... $19
0tos 14
8 to 17. 9
18 to 34. 13
35 to 54 22
55 to 64 31
85 and over 42

Source: Health Informatfon Foundation, “Family Expenditure Patterns for Personal Services, 1953
and 1958’ (Research Series, No. 14), p. 14,

(D) As may be noted, the aged are great consumers of health
services. In turn, it may be said that the costs of such services are
great consumers of the resources of the aged.

In particular, expenditures for hospital care have the greatest im-
pact upon the finances of the elderly. While the time of hospitaliza-
tion is unpredictable, the need for such care is inevitable. One in six
of the 65-and-over population is hospitalized one or more times an-
nually. Nine of every 10 people aged 65 and over can expect to be
hospitalized one or more times prior to death. The costs of hospital
care are therefore of obvious and paramount concern. Hospital bills,
the most expensive cost factor, are accumulated in the shortest
period of time, are the least budgetable, and are the most disastrous
to the financial well-being of older Americans. The effect of hospitali-
zation upon the overall medical costs of the elderly is graphically illus-
trated in the following chart which is based upon a 1957 study of
social security beneficiaries.
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AYERAGE MEDICAL COS;I'9SS$F AGED BENEFICIARIES
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nhospital* VS0 " $735

*General hospital; excludes persons in chronic-care institution only.

As obvious a drain upon the resources of the elderly as the 1957
survey indicates, the financial consequences of hospitalization are even
greater today. In dollars and cents, the care that cost $26 a day in
1957 cost $35 in 1961 and an estimated $38 in 1962. During the period
1960 and through 1962 the average daily service charge for hospital
care increased by an estimated 27 percent. There are various and
valid reasons for the extremely rapid rise in hospital charges since
the end of World War II. Nonetheless, the impact of this rise has
become an extremely unhappy fact of life for millions of elderly
Americans. Even those of tﬁe aged who were fortunate at one time
or another to be able to secure some degree of protection through the
purchase of hospitalization insurance have felt these often frail reeds
slip or slipping from their grasp for increases in the cost of hospitali-
zation insurance have even outstripped the rise in hospital charges.
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No other major items of consumer expense have experienced rises
comparable to the increases in the costs of hospital services and hospi-
talization insurance. These two items are in a class by themselves.
By way of comparison, during the period 1960 through 1962, the
price of food increased by some 4 percent, clothing by about 2 percent,
and housing by approximately 4 percent as compared with an increase
of an estimated 27 percent in hospital service charges.

Consumer Price Index: Percent increase by category and for selected medical
care items, 1950 to 1961 and 1940 to 1961

Item 1850 to 1961 | 1940 to 1061

All items 24.8 113.4
Maedical care | 51.8 121.3
Hospital daily service charges_ 109.7 376.8
Physicians’ fees 43.0 99.6
Dentists’ fees 29.0 98.7
Prescriptions and drugs. 16.7 45,8
Food 19.7 153.3
Apparel_ 12.3 107.1
Housing 24.9 73.4
Transportation 32.9 111.9
Personal care. 32.5 125.2
Reading and recreation 20.0 03.6
Other goods and services_ 26.6 83.0

t Includes optometrie examinations and eyeglasses not shown separately. Hospitalization and surgical
fnsurance included in the index for 1961 but not for the 2 earlier years.

Source: Bureau of Labor Statistics, “Price Indexes for Selected Items and Groups.”

(E) As has been seen, the expanded need of the elderly for health
services has been accompanied by progressive increases in the cost of
these services. These two facts of older life are accompanied by
two other unfortunate realities—decline in income, and assets inade-
quate to compensate for insufficient or nonexistent income.

Sl Reflecting in large part the continuous decline in recent years
in labor force participation by older Americans, median incomes of
the elderly are less than half of that of the population under age 65.

MEDIAN MONEY INCOME IN 1960
@ TWO-PERSON FAMILIES:
Head Under 65 E:

Head 65 o v NN $2.530

$5,313

@ PERSONS LIVING ALONE:
Under 65

65 or Over $1,055

i s2,570
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Considered on an individual basis, somewhat more than half of the
more than 17 million older Americans had incomes of less than $1,000
in 1960, with some 80 percent having less than $2,000.

That the income situation of the elderly is not worse than it is, is
in large measure attributable to the increase in the numbers and pro-
portion of the aged who receive income from public income mainte-
nance programs. From the beginning of 1960 through June of 1962
the number of beneficiaries aged 65 and over under the old-age, sur-
vivors, and disability program increased from 10,068,000 to 11,976,000.
During the same period the percent of the total population aged 65 and
over eligible for OASDI benefits increased from 70.9 to 77.1 percent.
The percentage of the aged population actually receiving benefits
increased from 62.3 to 68.7 percent.

At the end of June 1962, recipients of old-age assistance—that is,
of relief rather than or in addition to social security payments—under
Federal-State programs, numbered 2,237,000, 12.8 percent of the aged
population. About one-third of those receiving old-age assistance
were also social security beneficiaries and represented about 614 per-
cent of all beneficiaries aged 65 and over. The Social Security Admin-
1stration reports that about one-half of those currently going on the
old-age assistance rolls are OASI beneficiaries. About 1 out of 10
aged persons receive benefits under the railroad retirement or Federal
employees retirement programs.

While the social security and old-age assistance programs provide
the elderly with billions of dollars annually, individual payments are
not impressive. Under the social security program, the old-age bene-
fit for a retired worker averaged $72.78 monthly in 1959. At the end
of 1961 the average payment had increased to only $75.65. The aver-
age monthly payment under the old-age assistance (relief) program,
including payments made to doctors for medical care and accepted by
them, was $65.99 in 1959. At the close of 1961 the average monthly
payment was $68.78.¢ :

The latest data available concerning concurrent receipt of old-age
assistance and social security benefits by an individual are for Feb-
ruary 1962. The average OAA payment to such individuals (includ-
ing direct payments to providers of medical services) was $55.48 com-
pared with an average OAA payment of $78.87 to persons who were
not beneficiaries of social security. The average social security bene-
fit paid to recipients of OAA was only $47.28—more than $22 below
the average monthly benefit for all beneficiaries aged 65 and over.

Average monthly payments under the railroad retirement and Fed-
eral employee retirement programs are higher than under the OASI
and OAA programs. In mid-1962 the average monthly payment was
$138 for a retired railroad worker and in mid-1961 the amount was
$177 for Federal retirees.

The Social Security Administration estimates that 134 million older
Americans were getting private retirement pensions in the middle of

¢It should be noted that by the end of June 1962 the average monthly; payment had
ascended to the not impressive figure of $72.55. Of thls amount, however, $14.40 repre-
sented payments by States to suppliers of medical services. Thus, the average monthl
allowance for necessities other than medical eare amounted to $58.06 in June 1962.
Precisely the same sum, $58.08, as was allowed 2 years earller in June 1960. In €88eNce,
then, increases im the average monthly OAA payments have resulted only from the fact
that more States now employ the vendor payment method for medical care and some Btates
have increased the amounts of such vendor payments.
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1962, with the majority of recipients also being beneficiaries of social
security.

Other forms of income available to some of the elderly include sums
derived from privately purchased annuities, interest, dividends, rent,
and cash contributions from relatives.

According to the Bureau of Labor Statistics, the cost of a retired
couple’s budget was estimated to have ranged from $2,641 to $3,366
in 20 large cities in the fall of 1959. This budget was predicated
upon a “modest but adequate level of living” for a couple in reason-
ably good health living 1n rented quarters in an urban area.

It 1s quite apparent from the foregoing data on the incomes of the
elderly that their incomes, on the whole, are inadequate to meet the
budgets established—let alone the omnipresent threat of health
costs. Assuming that the elderly who possess assets are not unwilling
to utilize what they own to supplement or replace minimal or non-
existent income, it is important to ask what kind of assets are available
to them and how valuable are those assets ?

(2) Except for an owned home, few of the elderly have assets in
substantial amounts. Those who do are more likely to be the relatively
small number (such as physicians, lawyers, and engineers) who
already have the advantage of higher income.

The 1960 Survey of Consumer Finances, conducted by the Univer-
sity of Michigan Survey Research Center for the Federal Reserve
Board, found that among spending units with heads aged 65 and
over, 30 percent had no liquid assets, and 20 percent had liquid assets
valued at less than $1,000.7

Value of liquid assets: Distribution of spending units by size of holdings and
age of head, early 1960

[Noninstitutional population of the United States)

Age of head
Value of liquid assets

85andover| 45to64 35t0 44 Under 35

Total_ . 100 100 100 100

Do not own._.. 30 22 20 26
Oown:

$1 to $199 6 11 18 } 54

B200t0 8999 e e cccecmececmc—m—————— 14 22 26

$1,000 to $1,999__. 10 13 14 } 17

$2,000 to $4,999___ 18 15 12

$5,000 and over. 22 17 10 2
Median value:

All spending units. _ $1,000 $300 $700 $400

Holders only.___.__ $3, 000 $1,100 $900 $700

Source: University of Michigan, Institute for Social Research, Research Center, ‘1960 Survey of Con-
sumer Finances,”” 1961.

Equity in a home is by far the most common asset of the elderly.
Ownership of a home was reported by 64 percent of the older spend-
ing units in the 1960 survey. More than four-fifths of the homes were
clear of mortgage debt. More than half of the homeowners reported
the value of the home as less than $10,000. A 1957 survey of old-age

7 A spending unit i{s defined to consist of related persons who pool their incomes.
Married couples and their children under 18 are always considered members of one spend-
ing unit. Other related persons are separate spending units if they earn more than $15
per week and do not pool their income. Persons 68 and over living with and dependent on
relatives (whose situation is not reflected by these data) almost certainly bave fewer
assets than the financially independent spending units with head aged 65 and over.
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and survivors insurance beneficiaries found that about two out of
three of the married beneficiaries and one out of three nonmarried
beneficiaries owned a nonfarm home. While this survey also revealed
that most of the homes were mortgage free, the equities were rela-
tively modest—about $8,000 for married couples and widows and about
$6,000 for single retired workers. ) )

Thus, those of the elderly who have assets hold, in the main, assets
of a fixed nature. These consist primarily of equities in homes.
Liquid assets are either nonexistent or so limited as to afford no long-
term chance of weathering the financial storms which accompany
illness. What was so carefbully husbanded to supplement, meager in-
comse in purchasing basic necessities—food, clothing, housing—often
vanishes in a flood of medical expenses during a few brief weeks or is
quickly drained away by the never-ending costs of chronic illness.
And, again, the assets of the elderly—sum and substance of a life-
time—are irreplaceable.

In the preceding section we have outlined in summary fashion the
dimensions of the health problems of the elderly.® It is also quite
obvious that the elderly, as a group, do not have sufficient income to
support what may be considered an adequate standard of living ex-
clusive of the demands upon their resources that are made by their
health needs. Their principal assets are their homes. Surely the
modest equities possessed after a lifetime of struggle should not have
to be sacrificed to meet the expenses of circumstances over which they
have no control. The younger man can restore and increase his assets
after an illness—the older man can only lament and with reluctance
and a great sense of shame, line up for public “relief.” In the first
half of 1961, just about every third person approved for old-age as-
sistance—“relief”—needed it directly or indirectly as a result of health
difficulties.

Two techniques purported to relieve the elderly of the intolerable
burden of direct financing of health exlpenses are currently hailed in
some quarters as present or potential solutions of the problem. These
are private health insurance and the Kerr-Mills medical assistance
for the aged program. The two sections which follow discuss the
inadequacy of these methods of financing health expense.

II. Ereventa-Hour ArrEMPTS BY PRivaTe HEsLTH INSURERS To COPE
Witz WHaT Is, 1N TERMs oF THEIR UNDERWRITING PuriLosorrY,
THE INSOLUBLE ProBLEM OF PROVIDING ADEQUATE BENEFITS AT AC-
CEPTABLE PrEMIUMS FOR A Hicu-Risk, Low-INCOME SEGMENT OF
THE POPULATION

In evaluating the efforts of private insurers toward making health
mnsurance available to older Americans, it is helpful to understand
the scope’ of coverage generally offered.  Once this is understood the
gaps in protection agamst the broad range of health expenses becomes
apparent—even for those of the elderly who are fortunate enough to
have some degree of insurance protection.

3 This committee has played a major role in the acquisition and distribution of infor-
mation defining and discussing these and other problems of the elderly. More detalled
data and personal accounts are contained in the various studies and reports of hearings

held by this committee. A complete bibliography of publications may be found in
appendix A.
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Conventional health insurance is hospital oriented. Benefits, to the
extent they are provided, generally relate to charges made by a hos-
pital for its various services, and the fees charged by doctors for
medical and surgical care rendered at the hospital. Relatively few
basic health insurance plans afford any coverage for the very signifi-
cant range of expenses incurred outside of the hospital. Included
among such expenses are doctor’s fees for home and office visits, the
cost of drugs, dental care, and special nursing services. The best
available information indicates that these nonhospital items account
for more than 50 percent of the annual health expenditures of the
elderly.

It ig also true that the emphasis upon hospital expense is justified.
Hospital expenses are the most unpredictable in terms of occurrence
and have the greatest impact in the shortest period of time. They
are the most expensive, least budgetable and therefore the most dis-
astrous. But concentrated insurance coverage is not comprehensive
coverage. Medical expenses other than those for hospital care also
constitute substantial claims upon the meager resources of the elderly.
The financial impact of these expenses is staggering—particularly
when coupled with hospital expenses. Obviously, older Americans
would find nonhospital expenses more manageable if relieved of much
of the burden of direct hospital expenses an%/ or the cost of hospitali-
zation insurance. And, obviously, insurance companies could offer
policies materially assisting with such expenses if hospital costs were
otherwise provided for.

Several interrelated questions must be considered in any discussion
of private health insurance and the elderly:

(1) How many older Americans have health coverage?
(2) How available is health insurance?
(3) What kinds of health insurance are offered and what limi-
tations and exclusions accompany these offerings?
4) To what extent does present coverage meet health expenses?
5) How much must the elderly pay for health insurance?

How many older Americans have health coverage?

The national health survey provides the most reliable data on the
extent of health insurance among the various age groups. These data
indicate that just over one-half of the elderly have some form of health
insurance—principally hospitalization coverage. A survey conducted
during the period July-December 1959 revealed that, among elder}
persons, 46 percent had some form of hospitalization coverage, 3};
percent had surgical insurance, and 10 percent had some insurance
coverage for doctor’s visits. The respective figures for the general
population were 67, 62, and 19 percent. A significant but predictable
finding of the survey was that a far smaller percentage of persons 75
years of age and over had any health insurance as compared with those
65 through 74 years of age.

Age group Hospital Surgical

65 to 74 53 44
7580 OVer oo cccceccmrom e mmmememm—m e —mae 32 24
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Another equally significant and equally predictable finding of the
survey was that elderly persons with the lowest incomes have the
lowest percentages of coverage. Only one-third of aged persons with
family incomes of less than $2,000 have any form of hospitalization
insurance.

Insurance coverage of aged persons: Percent of aged persoms with hospital
insurance by income, July to December 1959

[Noninstitutional population of the United States]

Family income Percent
Total. 46.1
Under $2,000_ 33.3
$2,000 to $3,999_ 53.2
$4,000 to $6,999. . 59.6
$7,000 and over..... 59.4

Source: Public Health Service, U.S, National Health Survey, “Interim Report on Health Insurance*
United States, July-December 1959’* (Publication No. 584-B26), December 1960,

Awvailability of health insurance

Nonprofit health plans, such as the various group practice plans
and Blue Cross and Blue Shield have made efforts toward offering the
older person an opportunity to enroll in their programs. In recent
years, they have %een joined by the commercial insurers who were
stimulated, perhaps, by fear of the stereotyped spectres, ghosts, gob-
lins, ogres, and declarations of Armageddon that are evoked when-
ever social security financed legislation is considered.

Over the years Blue Cross and Blue Shield have permitted the re-
tiree to continue his coverage if he was insured at the time of retire-
ment. Often the coverage afforded provides less benefits at higher
cost than the group coverage held prior to retirement. Not only does
the retiring employee who converts his coverage often have to accept
lower benefits at greater cost but his out-of-pocket costs are further
increased by the loss of, or decrease in employer contribution.

In recent years there has also been a tendency for retirees to be con-
tinued as members of the active employees’ group. In some instances
this involves different benefits, rates, and extent of employer contribu-
tion. In other instances the benefits and rates parallel those of the
active employees. Three factors are operative in these situations which
may very well inhibit further growth of this enrollment technique.

- First, is the growing departure from community-rating methods and
substitution of experience-rating methods. That is, basing charges
upon the expenses of a particular group or groups rather than calcu-
lating charges on the experience of the community as a whole. Sec-
ond, as the ratio of retirees to active employees increases the cost of
coverage may become prohibitive for the group—despite good inten-
tions. Third, the continuation is usually predicated upon length of
participation as an active employee. Thus, a very high percentage of
persons retiring from firms which have such programs cannot qualify
to continue in the group. These are employees who have not served
the requisite 5, 10, or 15 years necessary to qualify. This is quite un-
derstandable in a nation where job mobility 1s at a high rate.
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In addition to these group conversion and continuation contracts,
most Blue Cross and Blue Shield plans offer individual or nongroup
contracts with opportunities for enrollment at periodic intervals.
However, as of January 1962, some 60 Blue Cross plans would con-
sider only applications submitted by persons under specific age limits.

Prior to 1962 a small number of Blue Cross plans—some 12 or
so—commenced offering special “senior certificates.” The principal
virtue of such coverage was that no age limit conditioned eligibility.
In virtually every instance, however, the coverage was far more
limited and far more expensive in relation to the benefits available
to other Blue Cross subscribers. The younger and healthier and
wealthier got the most coverage at the lower rate. The elderly, sick-
lier, poorer group got the least coverage and at a higher rate. Exactly
the reverse of what is socially desirable.

In a special report released in January 1962 the Blue Cross and
American Hospital Associations conceded the desperate need of the
elderly for adequate health insurance. With much fanfare the
American people were led to believe that Blue Cross, as it had in the
1930°s, would provide a definitive answer to a national problem. In
a series of intermittent announcements and interviews—exquisite but
obvious in their political timing—the Blue Cross Association indi-
cated that a national program offering adequate benefits would be
offered to the elderly on a uniform basis throughout the country.

In a press release dated January 6, 1962 the president of the Blue
Cross Association announced “* * * the historic decision taken by
the Blue Cross plans of the United States to finance a program of
comprehensive health care benefits for the aged, with assistance from
the Government to those retired aged who need help in purchasing
it.” The same release went on to indicate that the outlines of the pro-
gram had been presented at a special meeting of the Blue Cross and
American Hospital Associations. To be included in the national pro-
gram were benefits for care in acute hospitals, chronic hospitals,
nursing homes, outpatient clinics, and visiting nurse services. All
that remained was “* * * organization into technical language to
implement the general approval * * *” The meeting of the associa-
tions and the resultant press release occurred just prior to the con-
vening of Congress with hospital insurance for the elderly an obvious
and significant legislative item.

With reference to the “new” program, the president of the Blue
Cross Association, Walter J. McNerney, was quoted in the February 2,
1962 issue of Medical World News as follows:

If we are to have an impact on Congress, we should be
tooled up in a couple of months. If we must be ready earlier,
we will be.

This appearance of candor was, unfortunately, not accompanied by
the appearance of the program that had been promised.

Commenting on the “new” proposal, the Chicago Sun-Times said
on January 22,1962:

Now with Congress again facing the issue it is encouraging
to note that the foes of the administration’s plan have pro-
duced an alternative proposal which is well worth examining.
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On April 21, 1962 the Scripps-Howard papers carried a story indicat-
ing that the new Blue Cross program might be available in July.
Similarly deceived was the Republican Policy Committee which in
May 1962, in its official chart of legislative proposals, in all good faith
set forth the details of the nonexistent Blue Cross program as if it
were a reality rather than the myth it was and still is. :

This drive was designed to head off a program of hospital and
related benefits financed under the social security system.? It cul-
minated at the end of September—short weeks prior to the November
elections—when full-page advertisements were placed in national
magazines by the Blue Cross Association. These advertisements
heralded “new” and “expanded” programs for the elderly which were
or would be made available that fall. No mention of the national
program promised earlier in the year. Interested readers were urged
to contact local Blue Cross plans for full details of these millennial
offerings. At least 33 Blue Cross plans were unable to provide the
“full details,” when originally contacted. The extremity of the com-
pulsion upon the Blue Cross Association to make “something” avail-
able to the elderly may be deduced from three facts. First, Blue
Cross has testified that in a recent year it received an estimated $200
million in premiums from its over-65 subscribers but that the costs
of covering this segment of its enrollment was $375 million. Secondly,
Blue Cross plans have been under constant public pressure as a conse-
quence of their frequent requests for substantial increases in premium
rates. Additional coverage of the elderly could lead only to further
strain in thisarea. .

Finally, in recent years Blue Cross plans have been virtually non-
competitive with comimercial insurers in the race for acquisition of
the prime groups of employees. This has been true because as a
result of community rating the Blue Cross rate structure has, quite
commendably, borne the added burden of underwriting high-risk
groups. Commercial insurers have stepped nimbly to one side and
walked away with the low-risk groups by means of ratemaking based
solely upon the experience of such groups. If the legislation we advo-
cate were enacted, Blue Cross, relieved of the burden of basic under-
writing for their older subscribers—nongroup and group conversion—
might have and may still become a vigorous, dynamie, and expanding
organization with principal concentration upon provision of adequate
hospital insurance for the younger population.

The staff of the committee is presently engaged in the preparation
of a report evaluating the programs for the elderly offered by the vari-
ous Blue Cross plans this last fall. The initial diagnosis, however, is
that it was no more than another episode of a chronic condition—too
few benefits at too great a cost.

With regard to the offerings of the commercial insurance carriers,
the majority of companies will now accept applications for individual
health insurance policies from individuals up to 70 or 75 years of
age and in some instances without age limit. Premium charges for
persons in the older ages are as much as double those for younger
people and the benefits are often less. The large majority of these

® The Scripps-Howard newspapers carried a story dated Apr. 21, 1962, which ineluded
the statement that the “American Medical Association is pressuring Blue Cross to act
fast to head off the Kennedy administration’s plan for medical eare undaer soclal security.
Alm is for a uniform, natlonwide, low-cost policy available at once for the elderly.”
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individual or nongroup policies are renewable only at the option
of the insurer. Insurance companies have not hesitated to refuse
renewal to policyholders who have suffered ill health.

A number of the larger insurance companies, however, now offer
guaranteed renewable and/or noncancelable individual policies. Rates
may be increased on these policies but generally only if rates are
raised on all policies of the same class.

That the commercial insurance industry is somewhat unsure that
guaranteed renewability is “good business” is apparent from the
following excerpt from a speech delivered by James E. Powell, vice
president of the Provident Life & Accident Insurance Co.: *°

Renewability of hospital-surgical coverages, while not the
problem it was at the time of the HIAA recommendations
of December 1958, still represents some unanswered questions.
If we continue to agree not to terminate coverage solely be-
cause of deterioration of health, should we not go all the
way and make even our outstanding optional renewal busi-
ness genuinely guaranteed renewable ?

On the other hand is guaranteed renewability actually in
the public interest in all cases? Guaranteed renewability for
life is a very popular proposition today. But what happens
when either we solve this question of mass coverage for those
over 65, with no questions asked or, failing that, the Federal
Government gets into the act. How much antiselection do
we create by letting people continue to renew our policies
despite other and cheaper coverages which may be available?
What effect will such antiselection have upon future rates
for persons in the younger ages, or upon the surplus of our
companies? ‘

I realize that some companies are attempting to handle
this matter by policy wording. But without any basis of law,
will such handling stand up in court? In order to be on safe
ground in this area, legislation may be desirable, although the
prospect of trying to pass any uniform statute in 51 jurisdic-
tions is a frightening one.

Various commercial insurers have adopted the technique of mass
enrollment in an effort to reduce sales expense and to bring some of
the efficiencies of group underwriting to individual policies. These
{:olicies are sold during limited periods and without requirement of a

ealth statement.

A variation of the mass enrollment technique is employed in a few
States such as Connecticut and New York. In these States, special
legislation authorized a group of companies to “pool” their offering to
the elderly. That is, a single program, such as Connecticut 65, is
offered by the several participating companies with all of the partici-
pants sharing the premiums and risk.

These new enrollment methods of some of the private health in-
surers have improved the commercial health insurance picture to a
degree. But the number of elderly enrolled is still low and the loss
ratro is understood to be high.

10 Pregented before the Individual Insuranee Borum of the Health Insurance Association
of America, on Oet. 28, 1862, in Chicago.
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The mass enrollment policies are open for enrollment at specified
times only. This means that the older individual who seeks coverage
must have the necessary funds available at the time an offering 1s
made. Otherwise, his recourse is to apply for coverage that often
provides substantially less protection for substantially more money
and which generally requires the submission of a health statement.

What kinds of health insurance are offered and what are the limita-
tions and exclusions accompanying these offerings?

The health insurance made available to the elderly by commercial
insurers is invariably of an indemnity nature. Unlike many Blue
Cross plans or the King-Anderson, McNamara, and similar social se-
curity proposals which provide stipulated services, benefits are pay-
able in terms of fixed dollar maximums and not in terms of the serv-
ices required. There is increasing use made, however, of the major
medical approach. A major medical policy usually offers coverage
for a broader range of services than does a basic health policy. Bene-
fits are usually payable without dollar limit on the individual serv-
ices—although there is increasing use of limits on the hospital daily
room and board charge and surgical fees. Benefits are available to
a single maximum amount on all services covered. The disadvantage
of this type of coverage for the elderly is that the older person must
first pay a specified amount toward his medical expenses before he is
eligible for any reimbursement. These deductibles usually range
from $100 to $500. Assuming he can pay the deductible, the older
individual must then be prepared to coinsure his expenses. That is,
the major medical contract will pay for only 75 or 80 percent (some-
times less) of the charges in excess of the deductible. Where income
is low, the deductible tends to inhibit the seeking of that early and
timely care that so often prevents serious illness. Both deductibles
and coinsurance are artificial financial devices to limit liability. They
bear no relationship to need. Except to the most minor degree such
devices cannot be considered as suitable for the needs of the high-med-
ical expense, low-income elderly.

Unfortunately, many Blue Cross plans do not make service benefits
available to most of the subscribers in their areas. (The term “service
benefits” encompasses the provision of coverage in the form of the
services required without dollar maximums.) However, a number
of these plans do offer a mixed bag of benefits in instances. For
example, a $12 daily allowance toward hospital room and board
charges and coverage in full for drugs supplied by the hospital.

Other Blue Cross plans, on the other hand, have fulfilled their
promise to provide service benefits—but not always for their elderly
subscribers who are most in need of such coverage. The survey of
Blue Cross benefits for the elderly, now in process, shows, very clearly,
a marked increase in the use of indemnity benefits, deductibles, and
coinsurance by Blue Cross plans. This development is interesting to
note in that the president of the Blue Cross Association, Mr. Walter J.
McNerney, has termed the use of deductibles and coinsurance as
“fiscal gadgetry.” The statement is praiseworthy for its aceuracy,
if not its acceptance by members of his organization.

938184—63——3
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Apart from the fact that the older person is generally offered less
in terms of the actual benefits payable for a covered illness, he is also
discriminated against in more subtle, yet equally harmful fashion.
He may find his application rejected because of his health history
(admittedly not too subtle). If his application is accepted and his

olicy issued he will often find that the obligation of Blue Cross and
lue Shield or the commercial insurers is sharply reduced by an
assortment of limitations and exclusions.

Assuming that the older applicant for nongroup Blue Cross and
Blue Shield coverage can satisfy the age requirement (or hasa local
plan which offers a special “senior certificate”) he must very often
cope with another hurdle on his path toward limited protection. Based
upon data as of January 1962 the %reat majority of Blue Cross and
Blue Shield plans required that the nongrouII)l applicant submit a
health statement. If the statement indicates that the applicant is a
poor health risk he is apt to have his application rejected or be issued
a contract excluding or limiting coverage for specified preexisting con-
ditions. On the other hand, even if his health history is acceptable,
he is often required to wait specified periods of time—from 6 months to
as long as 2 years—before any coverage will be available for specified
types of illness. This is true despite the fact that such illness may
occur after the effective date of his contract and in a period during
which he has been paying money for protection. Such restrictive
underwriting is not, however, peculiar to %lue Cross and Blue Shield—
it is standard underwriting procedure for virtually all private health
insurers. It is the sort ofp procedure that tends to guarantee the
financial health of the insurer rather than the insured.

To what extent does health insurance meet the expenses of the elderly?

Simply stated, private health insurance has not come even close to
meeting the health expenses of those insured—let alone those millions
without any coverage whatsoever.

In an extensive study sponsored by the Ford Foundation and the
Broo(liiings Institution, Herman M. Somers and Anne R. Somers
stated:

The fragmentary evidence available suggests that health in-
surance does not meet more than one-sixth of total medical
costs of the insured or one-fourteenth of the total for all the
aged.

Somewhat more than fragmentary is the chart on the followin
;S)’age, which is based upon data developed by the National Healt

urvey.

Obviously relatively few of the elderly share in the hospital insur-
ance “pie”—and, for those who do, the portions are often small.
Hospital insurance coverage is, by far, the predominant form of insur-
ance held by those of the elderly who have coverage. The poor pic-
ture presented is, therefore, far better than that for the other items
of health expense.

1 In Doctors, Patients, and Health Ingsurance, Somers, H. M. and A. R,, Brookings Insti-
tution, Washington, D.C., 1961.
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For a majority of the hospital stays of the aged, insurance pays
less than half of the bill.

PORTION OF HOSPITAL COSTS MET BY INSURANCE FOR
EPISODES IN SHORT-STAY HOSPITALS, 1958-60

No part of bill
51%

Less than % of bill
10%

¥ or more of bill
l 7%

The vice president of the Provident Life & Accident Insurance Co.,
in the same speech previously referred to, said:

* * * Far too many of our policies, designed to furnish
adequate protection when they were issued back in the fifties,
do not provide the benefits necessary to meet today’s greatly
increased costs.

The gentleman was speaking of all commercial health insurance pol-
icies, not specifically of those issued or available to older persons.
While it is arguable that the policies issued back in the fifties were
ever adequate, it is unquestionable that the private health insurance
available to the elderly today is inadequate—and expensive,

How much must the elderly pay for health insurance?

Premiums paid by the elderly for health coverage may be considered
in two contexts: The actual cost of an individual policy, and the return
in dollar value of benefits in relation to dollars paid 1n.

The individual monthly cost of health insurance which includes
benefits for hospital and surgical care can range as a practical matter
from $2 or $3 to as much as $30. Preliminary examination indicates
that, where available, the newer Blue Cross and Blue Shield programs
for the elderly average some $15 monthly per person. The premiums
charged, of course, are not always indicative of the benefits provided.
A $15 premium in, say South Carolina, should purchase far more than
an equivalent payment in California.
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The Continental Casualty Co.s widely advertised “golden 65
Plan”—which claims to offer “complete coverage” for the older person
carries a premium cost of $252 a year for an individual—$504 annually
for a couple.? . ‘

Obviously the premiums charged constitute a very heavy drain
upon the resources of those very few of the elderly who are able to
get this coverage.

On the other hand, the extremely high premiums serve as a complete
barrier to the acquisition of necessary protection by millions of other
elderly individuals. It will be recalled that more than half of our
older Americans have annual incomes of less than $1,000. And, as pre-
viously discussed, even where insurance is held it provides only partial
protection—Ilarge additional sums must be paid out of pocket.

In 1961 commercial insurance companies returned only 53 cents in
benefits for every $1 collected as premiums for individual health
policies. The balance—47 cents of every single dollar—was allocated
to commissions, profits, and administrative costs rather than to pay-
ments for health services.

The new mass enrollment policies have made some attempt to in-
crease the percentage of payout. But they still return only an esti-
mated 75 or 80 cents on the dollar. The “Connecticut 65” plan hopes
to pay as much as 85 percent in benefits in the future. This is a non-

rofit program operated by a group of insurance companies in that
tate.

In contrast to the high insurance company retentions under indi-
vidual policies, the payout on group insurance is some 90 percent. Blue
Cross and Blue Shield—including nongroup subscribers—return ap-
proximately 92 percent of the subscriber dollar.

In comparison with all of these rates of return, the estimated costs
of administration of providing hospital and related benefits under the
social security system are only 3 percent.

The study by Dr. and Mrs. Somers, previously referred to, contains
some rather telling observations on the relatively futile efforts of the
insurance industry to cope with the needs of the elderly :

It is ingenious enough to devise almost any kind of policy,
at any level of benefits, that people are able and willing to
buy. But this is the rub. The coverage they can afford to
buy offers very little protection. The coverage they need,
private insurance cannot offer at an actuarially sound price.
Clearly, effective health insurance for the aged requires sub-
stantial spreading of costs to other segments of the popula-
tion. But the competitive and voluntary nature of private
insurance precludes the authority required to merge the costs

12 For this premium the insured would receive a basic hospital-surgieal plan allowing
$10 daily to a maximum 31 days for hospital room and board cost (the average daily
room and board rate for all types of accommodations in U.S. hospitals is now estimated
to be about $20) ; $100 for hospital “extras” ; and an inadequate $200 surgical schedule.
The major medical expense plan which provides supplemental coverage for in-hospital
expenses only, not only has a $500 deductible and a $10,000 lifetime maximum, but also
contalns strict limitations (internal) on eligible expenses: $25 dally maximum for room
and board, $10 per day for nursing home care:; $300 surgical schedule; $4 for doctor’s
visits to hospitals: and $6.50 for a visiting nurse. Similar restrictions apply to the
out-of-hospital expense coverage, This plan has a $100 deductible and a $5,000 maxi-
mum, with the following internal limitations: $6.50 for doctor’s house calls; $5 for visits
to doctor’s office, and a fixed schedule for X-ray and laboratory work. It should be
understood that the plan does not pay the amount of the internal limitation, but only
a percentage of the charge up to the limitation. For example, it pays 75 percent of the
first $5 of the charge for a visit to the doctor's office.
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of a special high-cost low-income group with balancing sec-
tors of the population. It is significant that about two-thirds
of the a ecf)with any health insurance in 1958 were enrolled
in Blue Cross or independent plans, which have a deliberate
policy of at least partial community rating. But, as we
have seen, the aggressive competition of experience-rated in-
surance is increasingly threatening their capacity to continue
this business.

Does the future bear promise of significant improvement?
Unfortunately not. The aged will increase as a proportion
of the population. Their finances may improve a little. They
will have more education and greater health consciousness.
Many more will be accustomed to the benefits of health in-
surance in their earlier years and will want to continue it. On
the other hand, an increasing proportion will be concentrated
at the later years when illness becomes more frequent and
income is even lower. The problem of insuring persons over
age 70 is more formidable than at 65-69. Women, whose
medical costs are higher, will be increasingly in the majority.
Most will be widows living alone or with persons not rela-
tives—an unpromising social situation from a medical view-
point. Medical prices, particularly hospitalization, will
continue to rise.

Does all of thissignify that the demonstrated inability of the private
health insurers to provide adequate basic coverage at acceptable pre-
miums precludes any major role in the future in meeting the health
insurance needs of older Americans? Several leaders of the indust:
think not. It is their feeling that the “floor of protection” that would
be provided under a federally sponsored hospital insurance program
would provide broad opportunities for growth in the underwriting of
supplemental health insurance. '

Early in 1962 the medical director of the Continental Casualty
Co.—the same company that offers the “golden 65” program—stated :

Back in 1935 many insurance firms predicted that if the
social security program were enacted nobody would bother to
buy life insurance as a financial hedge for their old age. But
they were dead wrong and life insurance sales have soared to
new highs.

Similarly, I think that if the President’s health care of
the aged bill is enacted, private companies will sell more
health insurance than ever before. And they’d do it by offer-
ing policies insuring the individual against (1) physicians’

: feesbalid surgery, and (2) medical care beyond the limits of
the bill.

It’s no secret that the chief reason private health insurance
for the elders costs so much today is because a certain per-
centage of these people require excessive hospital care.

.. With these.costs largely absorbed by this health plan under
social security, private companies will be able to devise

- policies covering physicians’ fees and extended care at such
modest cost that greater numbers of elders than ever before
will be inclined to buy them as an extra safeguard against
costs of serious illness. :
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Awareness of the beneficial effect upon the insurance industry that
would result from establishment of a program of social security
financed hospital care for the elderly has also been indicated by an-
other highly responsible and concerned individual. Hastings Keith,
of Massachusetts, a distinguished Republican Member of the House of
Representatives until January 1963, and former district manager for
the Equitable Life Assurance Society, characterized the King-Ander-
son bill as the “true conservative approach to a problem we can no
longer ignore.”

ITI. Tur Passace 15 Late SumMEr oF 1960 or THE KERR-MILLS AcT,
Waice ArremMpered To SoLve THE ProBLEM BY MEANS OF THE CREA-
110N OF A NEw CaTEGORY OF PERsoNs ELIGIBLE For PuBLIc ASSIST-
ANCE—THE MEDICALLY INDIGENT AGED

The committee has closely observed the progress—or rather lack of
progress—of the Kerr-Mills medical assistance for the aged program
since its enactment in September of 1960. In 1961 and 1962 the staff
of the committee prepared comprehensive studies reporting and eval-
uating the half strides in the hesitant parade of Kerr-Mills, MAA.**

Careful and continuous observation of the medical assistance
for the aged program has led to the inescapable conclusion that MAA,
by itself, cannot now nor in the future constitute an effective national
solution to a national problem. Too many millions of older Amer-
icans go without help in the 25 States which still do not have MAA
Eflo%rams in operation more than 2 years after enactment of Kerr-

ills. And within most of these States which have the form of MAA
plans, the substance of the programs denies or affords ineffective
assistance to other millions.* Kerr-Mills offers too little, too late,
to too few.

' There are inherent defects in the Kerr-Mills approach which render
it an inadequate answer and which are not susceptible of amendment.
First, in order to effectuate a program and secure Federal grants a
State must be able to provide matching funds of its own. With the
exception of a few wealthier States, the ability of the States to raise
funds for this purpose is either nonexistent or severely limited.
Where programs are in operation they are invariably restrictive.
They are not designed to meet the full range of health needs of all
those who need help but rather, are tailored to eke out the funds
available,

The resultant restrictions also create an undesirable additional
strain upon State finances. Restrictive programs—both in eligibility
and content—require an inordinate amount of policing and paper-
work. The resultant effect is extremely high costs of administration.
In one State, for every $1 in actual benefits the State paid $1.24 in
administrative expense. This is particularly severe inasmuch as the
State had to contribute half of every dollar of administrative cost
but only 20 cents of every medical care dollar.

18 State Actlon To Implement Medical Programs for the Aged,” June 8, 1961; “Per-
formance of the States—18 months of Bxperience With the Medical Assistance for the
Aged (Kerr-Mills) Program,” June 15, 1962. A third rei)ort is now in geparatlon.

1 Rentucky, for example, provides only 6 days of hospital care per admission and then
only in the case of ‘“acute, emergency, or life-endangering conditions.” Oregon authorizes
up to 14 days of hospitaj care per year with the recipient required to pg.iv $7.560 daily
toward charges incurred during the first 10 days. These are not isolated illustrations
but typify restrictions and limitations upon the various types of services authorized.
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The inability of the States to allocate adequate funds to Kerr-Mills
MAA is not surprising in view of the fact that most States cannot
even provide appropriations adequate to meet the basic needs of their
admittedly completely indigent citizens. A table, set forth below,
prepared by the Bureau of Family Services for the Advisory Council
on Public Assistance, revealed that in 1960, most of the States failed to
meet their own standards of needs for the aged on their old-age
assistance rolls—people on relief. Obviously, a State that cannot
now adequately provide basic necessities for its most disadvantaged
people cannot be expected to give priority to a new medical assistance
program for people who are better off.

Average monthly amount of income required and income provided per recipient,
by State, July—September 1960

State Total Require- Total

recipients ments available
T2 ) 2, 336, 595 $84.63 $80.74
Alabama. e ceemecmccec——————— 99,139 78.63 66. 94
Alaska. - 1,432 03. 56 93.04
J. N 3 £7) 1Y S VI 13,977 83.99 79.07
Arkansas.__ 55, 781 61. 66 58.77
Californis. - 254, 401 125.72 117. 90
ColoradO_ oot ca e ————————— 50, 809 110.09 110.09
CoNNECtICUL . « o e e e e e cmecammcmcmmacmemaeme———— 14,085 122. 37 122.37
Delaware. 1,270 66. 70 65. 25
District of Columbia. R, 3,072 82.08 82.08
Florida. - 69, 050 74.38 70. 68
Georgia - 96, 523 57.40 55.78
Hawail. oo eemaeeae 1,434 71.44 71.44
Idaho. 7,169 87.06 87.06
Iiinois...... . 70,970 74. 50 74.02
Indians. 26, 497 64. 97 64.26
Towa 33, 460 91.10 9L 10
Kansas. .. - 27,882 82.21 82.21
Kentucky.. 55,951 62.83 59.32
Louisiana... .- 125, 362 96.43 87.56
Maine. e ———————— 11,855 91.15 85. 51
Maryland __ 9, 662 70. 60 70. 60
Massachusetts 76,683 117. 68 117.68
Michigan..__._...... 60, 510 93.82 86.29
MINNESOLA o e e o cecceaeeccemc e e oo e em——————— 44,033 85. 53 84.27
Mississippi... - a 80, 081 54.29 48.48
MISSOUL] . e e et e eeen 115,015 92.23 80.72
Jui ()17 S, 6, 745 90. 54 90. 53
IN) ) €21 & VR 14, 730 82.97 8L. 57
Nevada. oo eeaan 2, 600 109. 69 109. 69
New Hampshire__ .. oo mamnnns 4,931 78.35 77.38
New Jersey_... 18,950 108. 72 108. 72
New Mexico 10,963 70.13 70.13
NeW YOI o et ecemmee 78, 468 115.82 115. 82
North Carolina_ 48,266 60. 41 54.10
North Dakota. . - 6, 982 82.68 82.68
()61 Y, 87,419 82.78 82.74
Oklahoma. 88,289 82.30 82.20
Oregon._ . 16, 571 . 99.07 99.07
Pennsylvania - 50, 101 80.96 80. 96
Puerto Rico_ - , 85 18.73 8. 59
Rhode Island 8,755 £9.78 89.78
South Carollna. ... . 31,945 48.29 47.51
South Dakota . 8,709 74.23 74.23
Tennessee. —ccceceame aaaas - 54, 442 53.37 51.48
221,727 70. 18 67.66
7,759 83.35 81.80
5, 554 86.13 83.86
511 26. 94 28.94
14, 552 60.35 60.32
Washington ..o aee 48,283 100. 56 100. 27
West Virginia_ ... ... .. 19, 185 44.72 39. 86
Wiseonsin. .. —_—— meeemmremeecmcacncsacmm—an 33,373 85.77 85.35
Wyoming. . ... .. - 3,227 87.25 84.73
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Second, the Kerr-Mills program is not designed to prevent indi-
gency. Where it does function MAA comes into play only after the
irreplaceable resources of the older person have been virtually ex-
hausted by medical expense. By way of contrast, a program of hos-
pital and related benefits provided under the social security system
would afford protection when needed. The care would be immedi-
ately available without requirement that an individual virtually
pauperize himself in order to secure aid. Preservation and protection
of the financial resources of the older person is the goal. The social
security approach nurtures and furthers independence. The Kerr-
Mills approach is predicated upon dependence.

Only three States—and possibly a fourth—have MAA programs
that meet the Department of Health, Education, and Welfare’s defi-
nition of a comprehensive medical care program. The other States
often limit their programs in terms of types of care provided, the
duration or quantity of services supplied, in addition to specifying
that benefits will be available only for certain types of illness or
injury.

Inr};ome States, the medically indigent person is required to make
cash contributions from his meager resources toward the cost of care.
Occasionally, he must make such payments before he can even qualify
for MAA help. As has been stressed in previous reports, such pro-
visions are contradictory and self-defeating.

Limitations are frequently imposed upon the amounts payable for
specific services. This is particularly true in the case of benefits for
nursing home care. Where such care is authorized, the payments are
often no more than enough to provide a poor quality of custodial care,
and are totally insufficient to pay for any skilled nursing care. MAA
funds were and are intended to purchase medical assistance—health
services. It was notand is not the intent of the Congress that they be
used to turn human beings into human vegetables, immured in sub-
standard homes, receiving only bed and board, removed from our con-
sciences by being hidden from sight.

Another apparent distortion of congressional intent that has oc-
curred in the implementation of MAA by the States has been in the
wholesale transfer of persons from other public assistance programs
to MAA. The Congress had intended Kerr-Mills to represent a new
program for new people not indigent and not already on relief. At
the end of December 1961 about one-third of all persons whose eligi-
bility for MA A had been approved were transferees from other relief
grograms. And many of the new cases now being listed as MAA

eneficiaries would undoubtedly have received care under one or an-
other of these other programs had Kerr-Mills not been enacted.

In this respect, Kerr-Mills does not, in large part, represent a new
program for a new group of senior citizens. It represents, instead,
a convenient device for transferring to the Federal Government most
of the costs to the States of old programs for destitute people.

Among those States which have enacted MAA programs only one
individual out of every 100 persons 65 years of age and over received
any MAA help in September of 1962. For the Nation as a whole,
only about 1 in 200 received any aid in September. This extremely
low number of beneficiaries is certainly at variance with the demon-
strated high incidence of illness of the elderly. It is also at variance
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with the estimate by the Finance Committee that some 10 million
older Americans were potential beneficiaries of Kerr-Mills MAA.

The minimal number of those actually helped in relation to the
vast numbers who need help is the product of several factors. First,
the existence of benefit limitations, in kind and extent, often exclude
the provision of the type of care required by an older person. For
example, an older American in need of skilled nursing home care
could obviously not secure such care in a State whose program
did not include a benefit for such service. And even if he resided
in a State that included a nursing home benefit, the limitation on the
amount payable for care might very well preclude his receipt of
skilled nursing home care. %n effect, the amount allowable could
only cover the cost of custodial care without any of the medical
services required.

Secondly, there is the fact that millions of elderly persons in need
of assistance are effectively “screened out” by restrictive tests of in-
come and assets. These means tests, apart from any degrading quali-
ties, are the basis of all relief programs.’> The stafl report of June 15,
1962, to which reference has been made, noted at least 15 States in
which the means test for MAA serves to disqualify even those people
who qualify for relief in those States.

For example, an elderly individual with an income of $1,500 whose
anticipated needs amount to $2,000 might be considered eligible for
medical care under the relief program. In the same State, however,
the individual with this same income would automatically be “cut
oft” from MAA assistance regardless of his needs. The reason for
this is that in most instances, under OAA, needs are weighed against
total resources available. Under MAA, with arbitrary “cutoft” points,
they are not.

Is there not a basic inequity in any “hard and fast” test which
rules that an individual with income ofy $1,499 is “in” for full benefits
while another with income of $1,501 is “out,” and not entitled to
any benefits whatsoever? The trend in congressional thinking is away
from such “in or out” tests, as evidencegl by the relatively recent
introduction of a sliding-scale of pension benefits under veterans
legislation and by the significant change in the retirement test under
social security (to pay %il in benefits for each $2 of earnings above
the exempt amount). :

A highly criticized aspect of the means test which appears to have
incurred the condemnation of all who have studied and worked with
it, are those provisions relating to “family responsibility.” These
provisions require that the income and assets of relatives be considered
in ruling on an application for MAA help. In effect, the relatives
of an applicant are also called upon to undergo a means test.

15 The investigations and certifications of the income and assets are often complex,
embarrassing, and discouraging to both applicants and potentia.l applicants. They fre-
quently have the quality or reputation of “gaupers' oaths.’

Recognizing this problem, Senator Dirksen proposed an amendment (passed by the
Senate in 1982 but dropped in conference) which would provide that an applicant’s
statement as to his financial status, if made under oath shall be “presumed to be fac-
tually correct for purposes of determining his eligibility.” While this might expedite
certification of eligibility, it would not, of course, eliminate investigation of the appli-
cant’s financlal status to evaluate the accuracy of the statements made under oath. It
might in fact, subject the aged person to great legal hazard since an untrue or incomplete
statement made through forgetfulness, senility, or {llness and then sworn to, might be
used in possible prosecution.
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The consequences of family responsibility laws are quite serious—
both in terms of the elderly individual, his relatives, and the relation-
ship between the generations. These laws have encountered the nat-
urzH reluctance of elderly persons to subject relatives to financial
investigations and thereby deterred use of the MAA program by
many for whom it was intended.

Some rather succinct comments on the effects of relative responsi-
bility requirements were assembled by the Community Council of
Greater New York. These were incorporated in that organization’s
testimony before a New York legislative committee (Metcalf com-
mittee) which conducted hearings on MAA in November 1962:

MARCH 8, 1961, LETTER FROM COMMUNITY COUNCIL TO THE
HONORABLE NELSON A. ROCKEFELLER

* % * The elimination of relative responsibility would simplify
the implementation of the bill. * * * In New York City less
than 6 percent of persons over 65 years of age are receiving
old age assistance. In many of these instances, the grant is
supplemental to the contribution made by relatives. The
Bureau of Census released information in January 1960 to
the effect that the annual income of approximately 60 per-
cent of individuals 65 years and over is less than $1,000.
This includes persons having no income at all. In light of
these facts, it can readily be seen that many older persons
without adequate means are already being supported by rela-
tives. Of considerable concern is the extent to which a finan-
cial burden has been placed on legally responsible relatives
for aged parents in institutions for long-term care. In addi-
tion we urge consideration of the fact that many older people
in need of medical care will not apply for medical assistance
in order to avoid subjecting their children to an investigation
of financial resources.

FEBRUARY 28, 1962, CENTRAL BUREAU FOR THE JEWISH AGED,
STATEMENT OF THE OPERATION OF MAA

* * * Tongevity has not been an unmixed blessing for the
aging and their children. There are children who are them-
selves in the 60’s forced to provide for parents in their 80’s
and 90’s; an obligation which precludes any possibility of
providing for their own old age, already upon them. Other
children are caught by this necessity at a time when the costs
of providing for their families are at their peak. They find
themselves 1n a dilemma which forces a choice between pro-
viding normal opportunities of advancement for their own
families and helping their parents. For example, 50 percent
of income in excess of $5,000 for a family of four has to be
made available for an aged person. Therefore, a man earn-
ing $6,500 will be called upon to contribute $750—more than
10 percent of his income—while at the same time he is at-
tempting to raise and educate two children. Understandably,
~ there is frequent rebellion on the part of the spouse and their
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children against accepting deprivations resulting from such
significant reduction of income. Insupportable tensions, anx-
ieties, and frustrations result and family relations are fre-
quently strained to the breaking point. * * *

JUNE 1962, DEPARTMENT OF PUBLIC AFFAIRS, COMMUNITY
SERVICE SOCIETY, HEALTH CARE INSURANCE FOR THE AGED

* * * The society’s caseworkers, public health nurses, and home
economists witness the impact of acute, catastrophic, and
long-term illness and its social and economic consequences in
their everyday contacts with troubled families and individ-
uals. An overwhelming proportion of the elderly are men
and women who have worked faithfully and hard all their
lives, and have tried to save for their old age. The fact or
the prospect of illness and its cost is a persistent worry—
frequently mentioned. When sickness comes and savings are
gone, the aged fiercely resent applying for MAA and “going
on welfare.” Investigations and a means test are counted a
public acknowledgement and a personal acceptance of fail-
ure after a lifetime of struggle to be independent. Often
older people and their adult children prefer to go without ne-
cessities in order to “remain off welfare.” This tends to put
a severe strain on family relationships. Adult children, if
young, have responsibilities to their own children; if older,
are close to retirement themselves. From actual experience—
from case records—comes the conviction that medical depend-
ency is one of the common causes for serious family tension
and disruption. :

1961 HEALTH INFORMATION FOUNDATION, RESEARCH SERIES NO.
20, “FAMILY RELATIONSHIPS OF OLDER PEOPLE,” ETHEL SHANAS

On the basis of a study of attitudes of 1,734 persons aged 65
and over and members of their families, Dr. Shanas stated :
“What older people seem to want most from their children

is love and affection. Asparently many older people feel that
‘to ask their sons or daughters for financial help would
threaten the affectional relationship between the generations.”

MAY 1962 SOCIAL SECURITY BULLETIN, ALVIN L. SCHORR, “FILIAL
RESPONSIBILITY AND THE AGING, OR BEYOND PLUCK AND LUCK”

Conclusions

To sum up: Filial responsibility laws cannot be considered
alone, for they should have some rational relationship to the
way families Jive. These laws do not represent the normal
pattern of American family life, nor are they likely to be en-
forced except on 1[iublic assistance families. In fact, a case
for the repeal of these laws can be based solely on their effects
on family relationships. (This was probably the primary
motivation of the recommendations against support require-
ments made by the 1961 White House Conference on Aging.)
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Support laws appear to be intimately related to vague,
though powerful, fears about the deterioration of families.
The anxiety may be real, but it is not tied to objective trends
in family life.

Filial responsibility laws must also be considered in rela-
tion to poverty. The requirement to support is one of the
network handicaps that surrounds a poor family; it may, on
occasion, be the crucial handicap that persuades a person that
improvement is not in the cards for him. FEarlier in this
article images and their dangers were discussed. Visions
merit rather more respect. We have had the vision from
time to time of so organizing public welfare, and our society,
that we shall wipe out poverty as we know it today. Elimi-
nating the support requirement in public assistance is only
one element in this program, but it isan element.

Ten of the twenty-five States with MAA programs in operation
have recovery programs extending to the homes of people receiving
help and collectible after death. As was stated in the staff report of
June 15,1962

This committee’s hearings have shown us that Americans
now of retirement age equate “free and clear” ownership of
one’s home with self-respect. The idea of a State taking a
claim on that home is completely unacceptable to them.

The widespread adamant and wholly natural refusal of the older
individual to have the State hold a lien on his home for the amount
paid in his behalf under MAA has a predictable effect. He refuses
to apply for MAA help. He would literally rather go without any
assistance than to run the risk of losing what is often the only tangible
evidence of a lifetime of labor and struggle. This is just as true even
though the lien may not be collected until after death. For the home is
a personal symbol and the evidence of one’s reality and achievement
to be passed on to one’s children.

It 1s manifest that Kerr-Mills is not the definitive answer to the
problem of providing basic health protection to older Americans.
Nonetheless it is an answer—even if only a partial one. Enactment
of a program of hospital and related benefits under social security
would in all probability, enable all States to properly implement Kerr-
Mills. Kerr-Mills, along with private insurance, could be employed
to supplement the “floor of protection” provided under the social
security-based program.

IV. EvoLurion oF LEecisLATIVE ProrosaLs To Arrorp A “FrLOOR OF
ProtrecTrion” Acainst HospiTaL AND RELATED EXPENSES
THROUGH THE SOCIAL SECURITY SYSTEM

The major health insurance proposals introduced during the period
1960 through 1962 tended to concentrate upon the needs of the elderly.

The social security-based proposals of 1960, in which coverage for
hospitalization constituted the key benefit, were set aside and the
Kerr-Mills program of medical assistance to the aged was enacted as
a substitute.
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In 1961 and 1962 bills proposed fell into three major categories:
(@) health insurance beneé)ts for social security beneficiaries through
OASI; (b) Federal grants to States to provide health insurance to the
aged with limited incomes; (¢) credit against income tax for medical
care insurance premiums.'® The administration-supported King-
Anderson bill (H.R. 4222 and S. 909) proposed to provide hospital-
ization, nursing home, and home health services, and outpatient diag-
nostic services, using the mechanism of social security for financing.
Little difference of opinion occurred with respect to the types of
benefits. -

The major issue was social security financing. The McNamara bill
(S. 65), the Javits bill (S. 2664) and the Lindsay bill (H.R. 11253)
suggested adding general revenue financing for those elderly not eligi-
ble for social security benefits with some sharing of the costs by the
States in the case of the Lindsay bill. The Bow bill (H.R. 10755)
called for financing entirely from general revenues.

The King-Anderson bill (H.R. 4222) was introduced early in the
first session. In the second session the Anderson bill, with the support
of 25 other Senators, was introduced as an amendment to H.R. 106086,
the public welfare bill, with certain major modifications: () Pay-
ment of health insurance benefits from general revenues for aged
persons not eligible under OASI, (b) use of approved private non-
profit organizations in the administration of the program, and (¢) an
option under which beneficiaries could have their benefits financed
through private plans rather than a Government agency. Several -
other amendments were approved on the floor of the Senate by the
bill’s sponsors including one by Senator Javits relating to an option
to continue private health insurance protection. :

A comprehensive discussion of the features and fate of the most
recent proposals is contained in the following excerpt from an article
by Wilbur J. Cohen and Robert M. Ball which appeared in the October

1962 issue of the Social Security Bulletin:

Proposars For HEALTH INSURANCE FOR THE AGED
ADMINISTRATION PROPOSAL

On February 9, 1961, President Kennedy transmitted to
Congress his recommendations relating to a health program.
To help meet the problem of financing the high cost of illness
in old age, the President recommended the addition of a
health insurance program to the present old-age, survivors,
and disability insurance system. .

Under his proposal as transmitted, all persons aged 65 and
over who are eligible for old-age, survivors, and disability
insurarce or railroad retirement benefits would be entitled to
(1) up to 90 days of inpatient hospital services in a single
spell of illness, subject to a deductible amount (to be paid by
the patient) of $10 a day for up to 9 days, with a minimum of
$20: (2) up to 180 days of skilled nursing-home services after

10 A committee print prepared by the Speclal Committee on Aging entitled, “Comparison
ganeaIth Insurance Proposals for Older Persons, 1961-62" charts the features of six
8.
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discharge from a hospital; (3) hospital outpatient diagnostic
services for all costs 1n excess of $20; and (4) visiting-nurse
and related home-health services.

On February 18, a bill (FL.R. 4222, the Health Insurance
Benefits Act of 1961) proposing a program along the lines set
forth by the President was introduced bg Representative
King, of California. (A companion bill, S. 909, was intro-
duced in the Senate by Senator Anderson.) The House bill
was referred to the Committee on Ways and Means, which
held public hearings from July 24 through August 4, 1961.
There was no further congressional action in 1961 on health
insurance for the aged.

In both his state of the Union message of January 11,
1962, and his health message of February 27, President Ken-
nedy renewed his 1961 request that the old-age, survivors, and
disability provisions of the Social Security Act be amended
to provide health insurance protection for the aged. On June
11, the House Ways and Means Committee went into execu-
tive session to consider the administration’s proposal for a
health insurance program for the aged under the Social Se-
curity Act.

SENATE FLOOR DEBATE

Anderson amendment

In the absence of action on the administration’s proposal
by the House of Representatives or the Senate Committee
on Finance, Senator Anderson, on June 29, 1962, presented
to the Senate for himself, 20 other Democratic Senators, and
5 Republican Senators an amendment intended to be pro-
posed to H.R. 10606, the public welfare bill. Although the
amendment provided the same health insurance benefits that
would have been provided under S. 909 (except that skilled
nursing-home benefits would have been payable only for
services furnished in facilities affiliated with a hospital),
the proposed amendment made several significant modifica-
tions designed to meet various objections raised to certain
provisions of S. 909.

These major modifications included provision for (a) the
payment of health insurance benefits fglanced from general
revenues for aged persons not eligible for monthly cash bene-
fits under the old-age, survivors, and disability insurance or
railroad retirement systems; (5) the use of approved private
organizations, selected by hospitals or the other providers of
services, in the administration of the program; and (¢) an
option under which beneficiaries could receive the health
benefits through private insurance, group practice, and other
voluntary plans, instead of through the Government.

Persons entitled to health insurance benefits—One frequent
criticism of S. 909 had been that it did not provide protec-
tion for the uninsured aged. The Anderson amendment
would have provided for this uninsured group of 214 million
aged persons the same health benefits that would have been
provided for those insured under old-age, survivors, and
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disability insurance and would have financed the protection
for the uninsured from general revenues. Under the amend-
ment, persons who reach age 65 before 1967 and who do not
meet the regular insured-status requirements of the old-age,
survivors, and disability insurance program would have been
deemed insured for health insurance benefits only. The un-
nsured reaching age 65 after 1966 would have needed, to be
deemed insured for health benefits, three quarters of cover-
age—with & minimum of six—for each year elapsing after
1964 and before reaching age 65.

The special insured-status requirements for health insur-
ance would therefore have “washed out” in 1970 for women
and 1972 for men, since in those years the number of quarters
that would have been required to qualify for health benefits
would have been the same as the number required under pres-
ent law for cash benefits under old-age, survivors, and dis-
ability insurance. The effect of the special insured-status
provision would have been to insure for practically everyone
aged 65 or over protection under the program, since most jobs
are now covered by the Social Security Act.

Use of private organizations in administering the pro-
gram.—The amendment would have considerably broadened
the opportunity for use of private organizations in the admin-
istration of the program. Groups of “providers,” or asso-
ciations of providers on behalf of their members, would have
been permitted to designate a private organization of their
own choice to receive provider bills for services and to pay
these bills. In addition, such organizations could have been
authorized—to the extent the Secretary considered it advan-
tageous—to perform related functions, such as auditing pro-
vider records and assisting in the application of utilization
safeguards. The Government would have provided advances
of funds to such organizations for purposes of benefit pay-
ments and as a working fund for administrative expenses.

During their testimony before the Committee on Ways and
Means on H.R. 4222, representatives of the American Hos-
pital Association recommended that the Government use the
services of voluntary organizations, such as Blue Cross, to
administer the health insurance program. The principal ad-
vantage hospitals and other providers of services saw in an
arrangement of this sort was that the polici